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The Apex Electrical Manufacturing Company 

presents 

the Peak of Quality for more than forty years 



Apex Electrical Manufacturing Company, who for more than 40 years has 
been a leader in the production of fine home appliances, is, in fact, a diver¬ 
sified corporation which also supplies top quality electrical equipment, 
molded Fibre-Glass products and precision engineered units to varied dis¬ 
tribution channels in the contract, industrial, governmental and retail fields. 
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TO APEX SHAREHOLDERS: 

The report given herewith will serve to highlight important matters relating to 
operations of the Company for the past year. 

Net earnings from all operations for the year were $153,075 which, after provision 
for dividends on Prior Preferred Stock, is equal to $.38 per share. There are no Federal Income 
Taxes on the profit for the current year because of carry-forward credits which have accumulated 
in a substantial amount and are applicable for future earnings. While this amount of profit is 
small in comparison with volume of business, nevertheless it represents considerable improve¬ 
ment over the previous year when a heavy loss was incurred and is the result of many constructive 
adjustments to meet current conditions having a bearing on Company earning power. 

Volume of business showed improvement in an amount of net sales totaling $24,265,751 
which compared with sales of $18,142,791 for the previous year, being an increase of about 
34 percent. This was encouraging because Defense billing, combined with Fibre-Glass and 
Engineering Development Sales, amounted to only 17.5 per cent of total sales. The balance was 
made up of Home Electrical Appliances and divided between Apex trade name and Contract 
Appliance sales with a total of 232,375 major-type Appliances. 

The early part of the year gave promise of reasonable earnings on the basis of sharp 
readjustments of organization and expense, but labor, material and operational cost increases 
seriously impaired margins with limited opportunity to price accordingly because of severe 
competition. This condition continues to impose a problem of requiring further cost reduction 
to protect operating margins and accordingly energetic corrective measures are being applied 
with encouraging progress in recent months. 

Inventories increased about $1,326,000, or 35 percent over the previous year, but are 
not out of line with sales increase and in anticipation of higher volume projected for early 
months of the new year. 

Expenditures for Plant and Equipment of $325,429 equalled about two thirds of the 
provision for Depreciation amounting to $490,653, which contributed to a slight improvement 
in Working Capital. However, substantial investment in mechanization and facilities must be 
made in the new year to accomplish the ambitious but necessary cost reduction program of 
manufacturing economies. With ever increasing competition of large interests entering the 
rapidly growing Appliance market, the maximum of efficiency in production methods as well 
as in design and utility is a requirement. Accordingly, product cost reduction is receiving 
top priority of Engineering and Manufacturing Divisions supported by needed funds to provide 
modern equipment for effective performance. 

To meet the need for new products of wide variety in Appliances as well as in other 
lines, the Engineering and Research Division has been substantially enlarged. Much progress 
has been made on development projects for military requirements with possible opportunity 
for additional contracts. New Appliances are likewise being developed to support an expanding 
sales effort and for a highly receptive market. 

Present indications point towards an increased volume of business for the new year 
with profits depending upon our ability to improve costs on the basis of greater production 
with carefully selected equipment for the most efficient operations. 

For the Directors, 


PRESIDENT 






STATEMENT OF FIj 


THE APEX ELECTRICAL MS 


DECEMBI 


NET ASSETS 


CURRENT ASSETS 

Cash. $ 289,413 

Trade notes and accounts receivable, less allowance of $65,000 . 2,368,428 

Estimated refundable taxes on income, and interest thereon, of 
subsidiary liquidated in 1955 . 22,337 

Inventories — at lower of cost (generally standard cost) or market: 

Finished products at plants and warehouses 

(including service parts).$1,774,364 

Raw material, in process, manufacturing supplies, etc. . . . 3,315,277 5,089,641 

Prepaid pensions, insurance, and other expenses. 223,103 

TOTAL CURRENT ASSETS. $7,992,922 

LESS CURRENT LIABILITIES 

Accounts payable and accruals.$2,463,878 

Estimated prior years federal taxes on income. 56,923 

Payment due within one year on long-term debt. 250,000 

TOTAL CURRENT LIABILITIES .... 2,770,801 

WORKING CAPITAL (net current assets) $5,222,121 

PROPERTY, PLANT, AND EQUIPMENT-at cost less allowances 
Land ($36,000), buildings, machinery, and equipment .... $5,885,066 

Less allowances for depreciation. 3,051,448 2,833,618 

OTHER ASSETS. 84,242 

NET ASSETS USED IN THE BUSINESS 

(before deducting long-term debt) .... $8,139,981 

LESS LONG-TERM DEBT-Note A. 2,250,000 

TOTAL NET ASSETS IN WHICH CAPITAL 

AND EARNINGS RETAINED ARE INVESTED $5,889,981 





























MANCIAL POSITION 
VNUFACTURING COMPANY 

IR 31, 1955 


CAPITAL AND EARNINGS RETAINED IN 

CAPITAL 

Prior Preferred Stock, $7 cumulative, par value $100 per share, 
redeemable at $105 per share, and accrued dividends: 

Authorized, issued and outstanding 3,313 shares .... 

Preferred Stock (dividend rate not fixed) cumulative, par value 
$50 per share: 

Authorized and unissued 40,000 shares. 

Common Stock, par value $1 per share: 

Authorized 450,000 shares; issued and outstanding 

340,000 shares. 

Other capital. 

EARNINGS RETAINED IN THE BUSINESS - Note A . . . 
CONTINGENT LIABILITIES - Note B 


TOTAL CAPITAL AND EARNINGS 
RETAINED IN THE BUSINESS . . . 


THE BUSINESS 


$ 331,300 


—o— 

340,000 

324,315 $ 995,615 

4,894,366 


$5,889,981 


See notes to financial statements. 












STATEMENTS OF EARNINGS 
AND EARNINGS RETAINED IN THE BUSINESS 

THE APEX ELECTRICAL MANUFACTURING COMPANY 

YEAR ENDED DECEMBER 31, 1955 


EARNINGS 

Income: 

Net sales. $24,265,751 

Discount earned, interest, and miscellaneous other income . . 166,931 

$24,432,682 

Costs and expenses: 

Cost of goods sold, including warranty expense.$21,996,196 

Selling, administrative, general, and other expenses. 2,094,375 

Interest expense. 113,837 

Losses in connection with liquidation of subsidiary 

not consolidated in prior years. 85,213 24,289,621 

EARNINGS BEFORE FEDERAL INCOME TAX CREDIT $ 143,061 

Credit arising from excess provision for federal taxes 

on income of prior years — Note C. 10,014 

NET EARNINGS FOR THE YEAR $ 153,075 

Allowance for depreciation for the year amounted to $490,653 

EARNINGS RETAINED IN THE BUSINESS 

Balance at January 1, 1955 . $ 4,764,482 

Net earnings for the year. 153,075 

$ 4,917,557 

Cash dividends: 

On Prior Preferred Stock ($7 per share) — Note D. 23,191 

BALANCE AT DECEMBER 31, 1955 $ 4,894,366 


See notes to financial statements . 


























NOTES TO FINANCIAL STATEMENTS 


THE APEX ELECTRICAL MANUFACTURING COMPANY 

DECEMBER 31, 1955 


Note A — Long-term debt is the unpaid balance of $2,500,000 on a loan from an insurance 
company, after deducting $250,000 shown as current liability. The loan bears interest at the rate 
of 4%, matures January 15, 1964, and is subject to annual prepayments of $250,000 in the years 
1956 to 1959, inclusive, and $300,000 thereafter. 

The loan agreement contains various covenants including a requirement for the main¬ 
tenance of working capital of not less than $4,500,000, and limitations on the payment or 
declaration of dividends (other than stock dividends) on common stock or other distributions 
thereon. Under the agreement at December 31, 1955, there were no earnings retained in the 
business available for payment of dividends on common stock. 


Note B — Contingent liabilities consist of obligations at December 31, 1955, in the approxi¬ 
mate amount of $65,000 to repurchase appliances sold by dealers and distributors under title 
retention instruments, in the event of customer default, and possible liability involved in pending 
litigation arising in the regular course of business, including damages, costs, and attorneys’ fees in 
patent litigation now on appeal. 


Note C — The Company has no federal income tax liability for the year 1955 by reason 
of losses incurred and carried forward from prior years; a substantial part of such losses may be 
applied against earnings of subsequent years in determining tax liability for such years. 

Note D — Cash payment of dividend on preferred stock payable January 3, 1956, was 
deposited by the Company with the disbursing agent on December 28, 1955. 


Note E — The Company has established noncontributory pension plans whereunder in the 
year 1955 approximately $200,000 was deposited with trustees for current and past services of 
eligible employees. The past service contemplated in the plans amounts to approximately $1,715,000 
as of December 31, 1955, which may be paid over a maximum period of 25 years. However, the 
payment of this amount is not a fixed obligation of the Company, inasmuch as the pension agree¬ 
ments are subject to termination at any time with proper notification. 
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Board of Directors, 

The Apex Electrical Manufacturing Company, 

Cleveland, Ohio. 

We have examined the statement of financial position of 
The Apex Electrical Manufacturing Company as of December 
31, 1955, and the related statements of earnings and earnings 
retained in the business for the year then ended. Our examina¬ 
tion was made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered 
necessary in the circumstances. 

Wholly-owned subsidiary company, included in consoli¬ 
dated financial statements in prior year, was liquidated during the 
year 1955, and its assets and liabilities transferred to the parent 
Company. Operations of this subsidiary prior to liquidation, and 
subsequently as a division, are included in the accompanying 
statement of earnings. 

In our opinion, the accompanying statement of financial 
position and statements of earnings and earnings retained in the 
business present fairly the financial position of The Apex Elec¬ 
trical Manufacturing Company at December 31, 1955, and the 
results of its operations for the year then ended, in conformity 
with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 

ERNST & ERNST 
Certified Public Accountants 

Cleveland, Ohio 
March 20, 1956 
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